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7. Budget Neutrality: Budget Neutrality for PPS Hospitals is defined as no change in

8.

the summation of estimated payments to the PPS Hospital providers between State
Fiscal Year 2003 and the State Fiscal Year for which the rates are being calculated.
The estimated hospital specific payments is calculated by using hospital specific
expected discharges, multiplied by the hospital specific average Medicaid case mix,
multiplied by the Medicaid base rate. Effective July 1, 2013 Budget Neutrality is
defined as one and one thirteenth percent increase in the summation of estimated
payments to the PPS Hospital providers between State Fiscal Year 2003 and the State
Fiscal Year for which the rates are being calculated.

Medicaid Base Rate or Base Rate: An estimated cost per Medicaid discharge.

For PPS Hospitals, excluding Rehabilitation and Specialty-Acute Hospitals, the
hospital specific Medicaid base rate is derived from the hospital specific Medicare
base rate minus any Disproportionate Share Hospital factors. The hospital specific
Medicaid base rate will be calculated by modifying the Medicare base rate by a set
percentage equally to all PPS Hospitals, excluding Rehabilitation and Specialty-
Acute Hospitals. This percentage will be determined to maintain Budget Neutrality
for all PPS Hospitals, including Rehabilitation and Specialty-Acute Hospitals.

For Critical Access Hospitals, as defined by Medicare, and for those hospitals with
less than twenty-one Medicaid discharges in the previous fiscal year, the Medicaid
base rate used will be the average Medicaid base rate of their respective peer group,
excluding the Critical Access Hospitals and those hospitals with less than twenty
Medicaid discharges in the previous fiscal year.

Medicaid hospital specific cost add-ons are added to the adjusted Medicare base rate
to determine the Medicaid base rate. The Medicaid specific add-ons are calculated
from the most recently audited Medicare/Medicaid cost report (CMS 2552) available
as of March 1 of each fiscal year. Ten percent of the Medicaid cost add-ons will be
applied to determine the Medicaid base rate. The hospital specific Medicaid cost add-
ons will be an estimate of the cost per discharge amount for Nursery, Neo-Natal,
Intensive Care Units, and Graduate Medical Education obtained directly from the
most recently audited Medicare/Medicaid cost report. Ten percent of each of these
cost per discharge amounts will be added on to the base rate.

Effective May 23, 2008, the Graduate Medical Education add-on will not be applied
directly to the Medicaid inpatient base rate for Denver Health Medical Center and
University of Colorado Hospital. These hospitals will receive reimbursement for
Graduate Medical Education costs through a direct payment as they qualify to receive
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a State University Teaching Hospital payment as specified under this Attachment
4.19A.

Pediatric Specialty Hospitals will receive an adjustment factor of 0.503069 effective
July 1, 2013.

Effective July 1, 2008 Urban Center Safety Net Specialty Hospitals will receive their
hospital specific Medicare base rate adjusted by the percentage applied to all other
hospitals plus 10 percent to account for the specialty care provided. The percentage
applied to Urban Safety Net Hospitals® starting point shall not exceed 100 percent.
Add-ons are included in the final rate. To qualify as an Urban Center Safety Net
Specialty Hospital, the urban hospital’s Medicaid days plus Colorado Indigent Care
Program (CICP) days relative to total days, rounded to the nearest percent, shall be
equal to or exceed sixty-seven percent. Medicaid and total days shall be Medicaid
eligible inpatient days and total inpatient days from the most recent survey requested
by the Department prior to March 1 of each year for July 1 rates. If the provider fails
to report the requested days, the days used shall be collected from data published by
the Colorado Hospital Association in its most recent annual report available on March
1 of each year. The CICP days shall be those reported in the most recently available
CICP Annual Report as of March 1 of each year.

Beginning July 1, 2013 for PPS Rehabilitation and Specialty-Acute Hospitals
including acute rehabilitation centers that specialize in spinal cord and traumatic brain
injuries, the hospital specific Medicaid base rate will be equal to each hospital’s July
1, 2012 Medicaid base rate increased by two percent.

Hospital specific Medicaid base rates are adjusted annually (rebased) and are
effective each July 1. Medicaid base rates will be made consistent with the level of
funds established and amended by the General Assembly, which is published in the
Long Bill and subsequent amendments each year. For instances where the General
Assembly appropriates a change in funding during the State Fiscal Year, the hospital
specific Medicaid base rates will be adjusted to allow for the change in funding,

Any changes to the rate setting methodology will be approved by the Medical
Services Board and the Centers for Medicare and Medicaid Services prior to
implementation. Once funds and rate setting methodology have been established, rate
letters will be distributed to providers qualified to receive the payment each fiscal
year.
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